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12 Staff of the Arizona Corporation Commission ("Staff") hereby files this Notice of

13 Errata to die Summary of Ralph C. Smith's Reply Testimony in Support of the Settlement Agreement

14 filed on August 17, 2009. An earlier version of the Summary was inadvertently attached to the

15 August 17, 2009 Notice of Filing. Attached is the correct Summary of his Reply Testimony. Please

16 use the attached Summary in place of the previously docketed Summary.

17 RESPECTFULLY SUBMITTED this 18"' day of August, 2009.
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24 Original and thirteen (13) copies
of the foregoing filed this

25 18th day of August, 2009 with:
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KRISTIN K. MAYES, Chairman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

IN THE MATTER OF THE APPLICATION OF
ARIZONA PUBLIC SERVICE FOR A
HEARING TO DETERMINE THE FAIR
VALUE OF THE UTILITY PROPERTY OF
THE COMPANY FOR RULEMAKING
PURPOSES, TO FIX A JUST AND
REASONABLE RATE OF RETURN
THEREON, TO APPROVE RATE
SCHEDULES DESIGNED TO DEVELOP
SUCH RETURN.
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Maureen A. Scott, -senior Star
Charles I-Iains, Attorney
Legal Division
Arizona Corporation Commission
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1 Conies of the foregoing emailed this
2 19 day of August, 2009 to:

Cotries of the foregoing mailed this
3 19 day of August, 2009 to:

Timothy M. Hogan
ARIZONA CENTER FOR LAW IN
THE PUBLIC INTEREST

202 East McDowell Road, Suite 153
Phoenix, Arizona 85004
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Thomas L. Mum aw
Meghan H. Grabel
PINNACLE WEST CAPITAL CORPORATION
LAW DEPARTMENT
P.O. Box 53999
Phoenix, Arizona 85072-3999

Daniel W. Pozefsky
RUCO
1110 West Washington Street, Suite 220
Phoenix, Arizona 85007
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William J. Maledon
OSBORN MALEDON P.A.
2929 North Central Avenue
Phoenix, Arizona 85067-6379

Michael M. Grant
GALLAGHER & KENNEDY
2575 East Camelback Road
Phoenix, Arizona 85016-9225
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Robert Metli
SNELL & WILMER L.L.P.
400 East Van Buren Street
Phoenix, Arizona 85004-2202

Gary Yaquinto
ARIZONA INVESTMENT COUNCIL
2100 North Central Avenue, Suite 210
Phoenix, Arizona 85004
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Jay I. Moyes
MOYES SELLERS & SIMS
1850 North Central Avenue,Suite l 100
Phoenix, Arizona 85004-0001
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Barbara Klemstine
Zachary Fryer
Susan Casady
ARIZONA PUBLIC SERVICE COMPANY
P.O. Box 53999
Mail Station 9708
Phoenix, Arizona 85072-3999

David Berry
WESTERN RESOURCE ADVOCATES
P.O. Box 1064
Scottsdale, Arizona 85252
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Michael L. Kurtz
Kurt J. Boehm
BOEHM, KURTZ & LOWRY
36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Jeff Schlegel
SWEEP Arizona Representative
1167 West Samalayuca Drive
Tucson, Arizona 85704

19 Jeffrey J. Wooer
K.R. SALINE & Assoc., PLC
160 North Pasadena, Suite 101
Mesa, Arizona 85201

20

21

C. Webb Crockett
Patrick J. Black
FENNEMORE CRAIG P.C.
3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913

22
Scott Cants, General Counsel
THE HOPI TRIBE
P.O. Box 123
Kykotsmovi, Arizona 8603923

24

Lawrence V. Robertson, Jr.
Attorney at Law
P.O. Box 1448
Tubac, Arizona 85646 Cynthia Zwick

1940 East Luke Avenue
Phoenix, Arizona 8501625
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Nicholas J. Enoch
LUBIN & ENOCH, P.C.
349 North 4"' Avenue
Phoenix, Arizona 85003

28

Michael A. Curtis
William P. Sullivan
Larry K. Udall
CURTIS, GOODWIN, SULLIVAN,
UDALL & SCHWAB, P.L.C.

501 East Thomas Road
Phoenix, Arizona 85012-3205



Docket No. E-01345A-08-0172

1 Carlo Dal Monte
65 Front Street, Suite 201

2 Nanaimo, British Columbia V9R 5H9
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Barbara Wyllie-Pecora
27458 n. 128*" Dr.
Peoria, Arizona 85383
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Amanda Ormond
7650 s. McClintock
Suite 103-282
Tempe, Arizona 85284
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Douglas Font
3655 W. Anthem Way
-A-109 PMB 411
Anthem, Arizona 85086

Lieutenant Colonel Karen White
AFLSA/JACL-ULT
139 Bases Dr., Suite 1
Tyndall AFB, Florida 32403 -53 l9

12
John More, Jr.

13 7321 North 16th Street
Phoenix, Arizona 85020
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Steve Morrison
SCA TISSUE NORTH AMERICA
14005 West Old Highway 66
Bellemont, Arizona 86015

17 Kevin Higgins
ENERGY STRATEGIES, LLC

18 215 South State Street, Suite 200
Salt Lake City, Utah 84111
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EXECUTIVE SUMMARY
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. E-01345A-08-0172

My Reply Testimony in support of the Settlement addresses accounting and ratemaking issues
related to Schedule 3 as provided for in the Settlement Agreement. The Settlement Agreement
changes the treatment for Schedule 3 receipts to account for them as revenue rather than
Contributions in Aid of Construction ("CIAC").

Several individuals, many with real estate interests, and a group, Arizonans for Fair Power
Policy, have filed testimony in opposition to the Settlement Agreement because they believe the
Settlement should include a free footage allowance for line extensions under APS' Schedule 3.

In the last APS base rate case, as well as the last base rate cases for other Arizona electric
utilities, including Tucson Electric Power ("TEP") and UNS Electric, the Commission
eliminated the free footage allowances for new line extensions that had previously been in place
for these electric utilities. The Settlement Agreement at paragraph 10.3 continues to maintain the
Commission's current policy regarding payments for line extensions.

The testimony tiled by the parties in opposition to the Settlement does not contest or object to the
treatment of accounting for Schedule 3 receipts as revenue. Their recommendation to reinstate a
free footage allowance for APS would, however, directly impact the amounts that APS has
projected it would receive under Schedule 3 as revenue.

The revenue that APS projects it would collect under Schedule 3 is a critical component of the
Settlement Agreement, which must be viewed as an integrated document. Specifically, Section
X of the Settlement Agreement at paragraph 10.1 provides for APS to record Schedule 3
receipts as revenue during the period January 1, 2010 through the earlier of December 31, 2012
or the conclusion of APS' next general rate case. As stated in paragraph 10.2, APS estimated
that its Schedule 3 revenues would be $23 million in 2010, $25 million in 2011 and $49 million
in 2012.

The Signatories to the Settlement Agreement have recognized that a change to the Commission's
current policy regarding receipts for line extensions, such as a modification to Schedule 3 to
provide for a free footage allowance, would affect the amount of revenue that APS has projected
for revenue from Schedule 3. Paragraph 10.3 provides that, if such a change were to be
instituted by the Commission, an offsetting revenue change should also be ordered so that such
modifications would be "revenue neutral." Consequently, under this provision of the Settlement
Agreement, reinstituting a free footage allowance would mean a higher rate increase for APS'
existing customers.


